Equity release

At the end of this unit, candidates should be able to understand the:

e principles of equity release and the types of schemes available;
e suitability and affordability of the different types of equity release products;
e risks to the consumer associated with equity release;

@)

e application of suitable equity release solutions according to the circumstances of different

consumers.

Summary of learning outcomes

Number of questions
in the examination*

1. Know the definition of equity release, home reversion plans, lifetime mortgages and
alternative methods of equity release/capital raising.

1

2. Understand the principles of equity release, the types of equity release schemes 7
available and the circumstances for which such schemes might be appropriate.

3. Understand the types of consumer at whom equity release is targeted and their 4
personal requirements, wants and needs.

4. Understand the circumstances in which equity release may be appropriate and how | 4
these are influenced by consumers’ preferences and financial needs.
Understand the impact on consumers’ future options.

6. Understand the key features, relative advantages and disadvantages of different 8
types of equity release arrangements and principal alternatives.

7. Understand the rules relating to State benefits and taxation, the sources of 4
information and specialist advice regarding the implications on these of entering
into an equity release arrangement.

8. Analyse the suitability and affordability of the different types of equity release 6
plans and their principle alternatives for different types of consumer.

9. Assess the advantages, disadvantages and potential risks to consumers associated | 6
with taking out equity release and when these might arise.

10. Assess the relative levels of risk for different consumers taking account of their
individual circumstances. 5

11. Apply suitable equity release solutions to the circumstances of different types of 25

consumers.

*The test specification has an in-built element of flexibility. It is designed to be used as a guide for study and is not a
statement of actual number of questions that will appear in every exam. However, the number of questions testing each

learning outcome will generally be within the range plus or minus 2 of the number indicated.




Important notes

¢ Method of assessment: 50 multiple choice questions (MCQs) and 5 case studies, each comprising 5
MCQs. 2 hours are allowed for this examination.

e This syllabus will be examined from 1 September 2016 to 31 August 2017.

¢ Candidates will be examined on the basis of English law and practice in the tax year 2016/2017
unless otherwise stated.

e It should be assumed that all individuals are domiciled and resident in the UK unless otherwise
stated.

¢ Candidates should refer to the Cll website for the latest information on changes to law and practice
and when they will be examined:

1. Visit www.cii.co.uk/qualifications
2. Select the appropriate qualification
3. Select your unit on the right hand side of the page
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1.  Know the definition of equity release,
home reversion plans, lifetime
mortgages and alternative methods of
equity release/capital raising.

1.1 Describe the main product definitions.

2. Understand the principles of equity
release, the types of equity release
schemes available and the
circumstances for which such
schemes might be appropriate.

2.1 Describe the principles of equity release.

2.2 Describe the different types of equity release
schemes.

2.3 Describe the market participants and their roles.

2.4 Describe the relevant regulation applied to equity
release schemes and home reversion plans.

2.5  Compare the features of home reversion plans
and lifetime mortgages in relation to other
schemes.

3. Understand the types of consumer at
whom equity release is targeted and
their personal requirements, wants
and needs.

3.1 Describe the types of consumer at whom equity
release is targeted.

3.2  Explain the requirements for capital sums and
extra income.

3.3 Describe the suitability of equity release.

3.4 Describe the eligibility criteria for home reversion
plans.

4. Understand the circumstances in
which equity release may be
appropriate and how these are
influenced by consumers’ preferences
and financial needs.

4.1 Explain how consumer needs and preferences
inform and lead the advice process.

4.2  Explain the importance for consumers taking
independent legal advice and the FCA
requirement to confirm consumers have done so.

4.3 Compare the benefits and disadvantages of
investing equity released for income and
drawdown equity release.

5. Understand the impact on consumers’
future options.

5.1 Explain the impact of equity release on
inheritance tax planning options, ability to vary
and right to move.

5.2  Explain the legal considerations which can impact
on consumer options.

6.2

8.1

9.1

10.

10.1

11.

Understand the key features, relative
advantages and disadvantages of
different types of equity release
arrangements and principal
alternatives.

Describe the key features of different types of
equity release arrangements and principal
alternatives.

Explain the advantages and disadvantages of
different types of equity release arrangements
and principal alternatives.

Understand the rules relating to State
benefits and taxation, the sources of
information and specialist advice
regarding the implications on these of
entering into an equity release
arrangement.

Describe the conditions for eligibility for benefits,
including State Pension Credit.

Explain the impact of the rules of State benefits
on equity release arrangements.

Explain the impact of the rules of taxation on
equity release arrangements.

Analyse the suitability and
affordability of the different types of
equity release plans and their
principle alternatives for different
types of consumer.

Determine the suitability and affordability of the
different types of equity release plans and their
principle alternatives for different types of
consumer.

Assess the advantages,
disadvantages and potential risks to
consumers associated with taking out
equity release and when these might
arise.

Describe the advantages, disadvantages and
potential risks to consumers associated with
taking out equity release and when these might
arise.

Assess the relative levels of risk for
different consumers taking account of
their individual circumstances.

Assess the relative levels of risk for different
consumers, taking account of their individual
circumstances.

Apply suitable equity release
solutions to the circumstances of
different types of consumers.

Apply suitable equity release solutions to the
circumstances of different types of consumers.
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. . It is recommended that you only study from the most
Readmg IISt recent versions of the examination guides.

The following list provides details of various . .
publications which may assist you with your studies. Exam teChmque/StUdv Skllls

There are many modestly priced guides available in
bookshops. You should choose one which suits your
The reading list is provided for guidance only and is requirements.

not in itself the subject of the examination.

Note: The examination will test the syllabus alone.

The Insurance Institute of London holds a lecture on

The publications will help you keep up-to-date with revision techniques for Cll exams approximately three
developments and will provide a wider coverage of times a year. The slides from their most recent lectures
syllabus topics. can be found at www.cii.co.uk/iilrevision (Cll/PFS

ClI/PFS members can borrow most of the additional members only).

study materials below from Knowledge Services.
ClI study texts can be consulted from within the
library.

New materials are added frequently - for information
about new releases and lending service, please go to
www.cii.co.uk/knowledge or email
knowledge@cii.co.uk.

Cll study texts

Equity release. London: Cll. Study text ER1.

Factfiles and other online resources

Cll factfiles are concise, easy to digest but technically
dense resources designed to enrich the knowledge of
members. Covering general insurance, life and pensions
and financial services sectors, the factfile collection
includes key industry topics as well as less familiar or
specialist areas with information drawn together in a way
not readily available elsewhere. Available online via
www.cii.co.uk/ciifactfiles (CII/PFS members only).

Equity release. Brad Baker.

Further articles and technical bulletins are available at
www.cii.co.uk/knowledge (CII/PFS members only).

Journals and magazines

Financial solutions. London: Cll. Six issues a year. Also
available at www.thepfs.org/knowledge (CII/PFS
members only).

Reference materials

Dictionary of banking and finance. P H Collin. A&C Black,
2005.*

Harriman’s financial dictionary: over 2,600 essential
financial terms. Edited by Simon Briscoe and Jane Fuller.
Petersfield: Harriman House, 2007.*

Lamont’s glossary: the definitive plain English money
and investment dictionary. Barclay W Lamont. 10th ed.
London: Taxbriefs, 2009. Also available online via
www.cii.co.uk/lamont (CII/PFS members only).

*Also available as an ebook through Discovery via
www.cii.co.uk/discovery (CIl/PFS members only).

Examination guides

An examination guide, which includes a specimen paper,
is available to purchase via www.cii.co.uk.

If you have a current study text enrolment, the current
examination guide is included and is accessible via
Revisionmate (www.revisionmate.com). Details of how to
access Revisionmate are on the first page of your study
text.
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